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X appreciate the opportunity to speak to this distinguished 
audience and to participate in the national Strategy Seminar for 
Beserve Officers. 

General Armstrong has quite appropriately asked a© to talk 
about the economic front. The Soviet challenge , as you all know, 
is warn than economic — it Is oiutaiy, subversive and political 
as veil. % remarks will of n ecess ity touch on all these fields. 

1 hope thereby to gala la perspective more than is lost by departing 
from eeoaottLc purity — if it Is rot a contradiction in terras to 
put t be void " e a w aoBdc" asset to the word 'purity.'* 

First of all, the regiaes in Moscow and Helping are governed 
by the principles of international C&tmmlm* Their single purpose 
is the liquidation of our tom of free society and the emergence 
of a Fovietised, comeuBised world order. The alms of international 
Cmmmlm, with its headquarters in fctoecov, are world-wide in scope; 
its objectives are ualiaitod. Soviet leaders firmly believe , and 
eloquently preach, that Communion is the system which will eventually 
rule tbs world. Sack move they make is directed to this cod. 

It follows, logically that the economic development at the 
U8SK, which is the vanguard of world C o ragun i s ta, is sbajad to serve 
the needs of international Ccaasmiisa, not of the Soviet people. 
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Jme year ' iwsortion&te diversion of ©coaoedtc 

******* **** mPM to the soviet ttaUtt is without 
Peaeetl® precept to toe history of the world, I defim national 

p ® Xicy 10 doftense, research and deveiopaeat, 

«id, education and investaeat ia i ad ustry. 

m preaete their objectives they have detoratoed - cost toat 
it my — to develop a fomidabto aUitaty estoblisfcaeat and a 
StWag natioJ * i ecOQ o«or which viil provide a secure Iwbo mm £rm 
vil * en *° &*B&63r their destructive foreign activities. 

Oae oaa see this basic fact by esaatoing hov total output, 
or gross national product, ms allocated to the USSR last year, 
and eaqpu* this with our em, division of the production pie. 

(Briefing Aid 1) 

tea oaa am that; 

A * spTiet ®®P 111 total was leas than half that of 
ti» W » about %5 percent of ours, 

2« However, consa^ttoa, or what the commmm received 
to Russia, ms only about ooe-third of the goods and services 
our people enjoyed. Because of the. larger soviet pcptLatim, 
this mmm that ona m oagito basis, the disparity ia living 
standards ms even greater than, this chart shows . 

I 3» 3tot®i Soviet toveetoeat, is contrast,. ms signal to 

abait 90 S** 0 ® 11 * of «W o«i» 33»ir iavestiaent ia iadaetsy, 
j a*osured ia dollar s, ms equal to ours. It is this long- 
standing practice of plowing bach every ruble possible lot© 


" S’ ** 
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capital goods Investment that is rs^onsible foe* the rapid 
jpsnrth of Soviet industry* The aajor reasons i 4sy total 
0.3* iavestmat we M#ser «n our far greater eoo«tr»etloa 
of eowsereiel facilities (shopping centers, drive-ia novlea 
and the like), and our vast road building pops, 

k* Finally, Soviet outlays for the ailitary establish- 
1 1 sent were about equal to ours, is absolute dollar tew. 

1 ! A* a proportion of gross national product, they are. devoting 

7 

shout twice as ouch to ailitary purposes as we are. 


Hay #© aueh eoonaale effort m the Soviet military establish- 

aaaati 

First of aH, there is the need to M a intain internal security s 
end to keep the European Satellites in the Coanunist ca*ap>- to be 
sills to deal quickly and ruthlessly with the Hungarians. the Bales 

Hast Importantly, there is a need to develop advanced weapons 
systwwi , to strive for a aSlitary breakthrough which would resolve 
tbs present nuclear stalemate in the aoviet*s favor* Should 
tbs Soviets succeed in gaining clear-cut military superiority they 
weald have a weapon for political throat and blackmail which 
«4d prove decisive, even short of a hot war. 

Further, as new type# of weapons 
g oaBaais ts generate large stocks of Obsolescent aras that are 
nest useful. They can bo used by the Oaseamist leaders to advance 

- 3 - 
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tbsir cause tty proxy in local war® — Korea, Vietnam, Malaya are 
^^ioal ®*Maplea. Also, obsolescent aras have been. sol d at cut 
ate prices providing the *ay that evened the door to Bovtct 
in&mmm in mag waderdevelc©ed cowitriea* i® 8 qg faaabm? 1955 
* xm v4 * il 2g ypi m the flat of these; aMjsseots to ^yta, 
^Sttsa, Afghanistan and Indonesia foiiowsd. As the world now kaows, 
thews have- bees profitable Icvectssents la disorder. Possession 
mOrnm aruKaente also is considered a eewree of prostige fey 
leaders of the nee African cowirlee, and most recently 
G&mw&st mem have gone to Quines as a gift. 2h*r wro ©aic&ly 
^SilowaS hy a ®ilitary aiasien. Ttmm is tmt a ^^,^,1 .. 
nsafeer of- Soviet Bloc nationals in Guinea, itnludfag tfe» inevitable 
missions. SSst^, for the first ti jsc, the fcaHicr' . pa t ter n 
Ocwffisanist penetration is dsv©lc®!ing in the prootsiog mm 
of Hadfe Africa. 

1 will tem now fro® aHit azy expenditures, and the reasons 

^ ««*»■ are so high in the soviet Union, to the object 

of econooic growth. 

2 n the short space of 30 years, the Soviet iininn has grcwi 
f»» a relatively badnax* nation to become the second largest 
iadwfcrialiaed ecoocey in the world. 2t is true- that the headlong 
pace of indast ria l tB a tian has slowed moderately in recent years* 
Wnmmr, its growth is still well over twice that is-Mch m achieved 
during the decade of the 1950*0, 
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®to sew confidence of Kaxmhcl^r/,, the shrewd and weal lea Sar 
«f the- Soviet GocKunist party, aod Ij&eidsgatally heed of gsvernaeat# j 
toes ao& rest solely on his conviction that he, too, possesses 
great adlitasgr strength. He is convinced that the final victory 
flf Cemjnisss can he achieved asalaiy fcy oai-aliitary aesns. 

Khrushchev egp3ft l ae& Soviet planned doveiapae&i iter the nest 
seven years in these words, to sucmrise the too hours of his 
sptoiag asd closing isaarks at the 21st forty Congress: 

"Sto s co n am i e sight of the Soviet Galon is bsoed on 
the priority growth of heavy industry* ffcis will insure 
toft Soviets victory in peaceful economic oonpetltion with 
capit a lis t countries. Devel^spsmit of Soviet eooneisie sight 
will give cmmmlm the decisive edge in toe Intoraatioeal 
balance of power; & afflk H&aSfc lintel fff jjgg. 

i®s Uve la to unprecedented mm of change* Within little sore 
toss tftft jaws over ths«»e-^mrte 2 « of a billion people# in twenty* 
oe« tatioas, have hecorae independent of colcsalal rule* la all 
these new3y emergent nations, there is Intense nationalise coupled 
with the tote n ai natio a to achieve a tetter way of life* Sightly 
or wrongly# these peoples believe rapid IMiffltrialimticci is toe 
way to progress. 

t» toft may nations of Asia and Africa# per capita incases 
average loss toon $100 a year, life expectancies axe half those 
of toe advanced nations of toe Host* Illiteracy is toe rule, not 

- $ - 
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th® e*capiiea. To these people, detanaioed to establish aaickiy 
* fffcaotopi flf living, tbs Soviet stogy of rapid o&scm&c 

S*«wtb has $ rest appeal. 

2 be headers of world Ctm^nolsa are alert to tbs opportaelty 
wbieb tMa great trenafOimtloa affords them. Do their radio broad- 
to Africa, tbs Midd l e Bast and Asia, and through their local 
ftroftt organisations, the Soviets project the of the Soviet 

«« the magic blueprint fox achieving rapid pregrees. fee 
ant underestimate the attraction vehlch such m i m@s hm 
m am of tsmmsm la underdeveloped countries d» axe desperately 
to lead their people isle the fasotletfa Century. 

iMt me shov you one piece of Soviet propaganda, i&ieii %me 
being used in India last year . 

(Briefing Aid 2) 

chart, prepared in the Soviet IMflBj gqapar as industrial 
grewte la the USE® end in the Halted State® in a hi ghly .->»<»* 

dudioBt 

Xt b egins . and ends with a recession period for the Ha lted 
States - l$kQ and the first quarter of- 195ft. 

UBing xm ac a base of 100 percent in both ostsstri^s^ the 

create* the impression that by 1 ^ 7 , Soviet output had 
«rwm five times as fast m that la the U,S. But in 1948, of wree* 
SSsvlet output IBS: etm much depressed because of the war*g 
destruction. 

If yen fallow the line r^reeeeitiag the O.S., yea mt ttm ii 
m this chart is and* up, the first quarter decline in 1958 sstpeA 

^pprovel?or^efeasef86^® 0^t®l^6^SI6%45A0001 001 00010-4 

* $ ♦ 
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am Shd© Bam - pot-bellied end 
tossing baefewards to view the exalted level ©f Soviet 
A» an added bit of Socialist realism, ifede Sea** leg la eon- 
venicntly p l ac e d to hide our best years of gr©irt3£* 

j* "• *» * * ** 

! ®>* ©SMinlBts believe that the underdeveloped comity las 

j rtopstefitet the Achillea beo.i of the Western world . countries 

j a » saaefi ® role toi atldv t© that of the proistari*s& la mzly 
| Jfentista, So the Srsalia loaders, the Free World, underdeveloped. 

. nations offer the greatest cgjpori^i&ltlee for aa ®r&e®el0si of Cox- 
*»*®J it is the "duty" of the mm m t he nMturuai^ of the 
revolution to invest some of its resources la promoting this 
aaclseaaioa. 

I tactical shift in Soviet foreign policy to aid the newly 

j teavMU OBfimaneats ms unveiled to the mrM in 1954. 

: Sb© party line turned frets the "armed struggle" phase of the 1st® 
Stella era to a phase of "peaceful coexistence* " sinc e tbs®* 
jtotwjeful coexistence ass become sore than a tactical maneuver 1 
tndstoff, it is the battle itself. What is ! *pea©eful coexistence”? 
la the words of farmer Soviet ftoraigp. minister StoapHov, and 
hare X fcuote, 

^Peaceful coexistence does sot man m quiet life* 

Ms long m different social and political systems exist, 
contradictions betuirntn than are inevitable. itoacsful co- 
otistoice is a struggle a political struggle, an 
oatooogLe struggle, an ideologieal struggle*" 
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Warn % hm ©ceramist econ omi c offensive started, may Astern 
etararwr® MSlttM Soviet capabilities to proves aid to rate- 
developed nations. These observers believed that inteiml soviet 
rafuiiraeat© for mchinery sad equipment, grararafced by the 
presgim of' forced draft iidratxisliaatlon, would leave no surplus 
far export. 

Tin jad^Bwat overlooked the fact that the Soviet Oniou tad 
basses a mjor industrial power in. the world, % 1955, its 

production of industrial goods ms already running over 
TQ billion dollars a year. Further, industrial output was increasing 
at an annual rate of nearly 10 percent. 

It dearly foUcws that the Soviets possessed the industrial 
ms&e&m to step up Commlfit activities in the Free Vorld by 
econosEic mans) all that me needed ms the political decision to 
do so* A diversion of less than mm percent of annual output 
was enough to su pp o r t an aid program of significant proportions . 

The aid program is not a largse one by United States standards. 
Total credit extensions by the UBSR over the past four years 
ham only amounted to 1.8 billion dollars, and the net. annual 
drain, that is the difference between drawings and rapayamte, S&e 
.raver amended to more than half a billion dollars. 

The min point is that of all Soviet outlays for national j 

policy purposes — defense, domestic investment, etc* — foreign J 
aid isporas fur and «my the smHsst drain on mamma** It i 

f 

could be iraraased substantially if the temcist leadership raw j, 
politically profitable oppoj’tunltiee to do so* 
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% 19^5, the Soviet* could lave a foreign aid jeogyasi : 

®$ual to ©use with. still no ©bserva&le strain m its mows#. 

St sees* inescapable that the eeoneroto aoqpert&tion eiil grew. 
fMs is part of whet Khrushchov scent whets he told * 2 dlb©r 

^osomleaily speaking# ee will cause you Aaartoans 
rare trouble every year.” 

% to ms point in tSm x Soviet Bloc old to §& under* 
developed eeauntrtoe of the Free Merld has been dmrfad by testers 
sid* Bowser, It is Important to keep in aiad that Cocssmist 
eeoocni.c aseietoaoe is heavily concentrated in e fw Isay target 
countries, 

Sa these ©ewstries# the Soviet program Is either larger 
the aid provided by the l&ited States# or is sitatafcto enough 
to be- of considerable toportance . Here are eaae memg&M - 

(Briefing Aid 3 ) 

1 * tors- in this chart aoapare tf,a, aid and Hoc 
aid frm 195& to the f Hast garter of 1959 for sorted 
countries. 

2* tou caa see- that to Sgypt# %r4a, toitq^ Afghaemtao# 
Ceytoo and to&saesto# the Bloc has pot to far ssore mmm&c 
aid thou we love. Although net shorn to the chert# the 
mm iM try# Sw? %&&&& , . ; " 

3« to to®, Indi a# and Bspal# mis Mm eeoaoiaie 
add is less mo our cns a# it is nevertheless ©uhetarsttol . 
this applies to cae&o&to m well* 
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countries b&i® been willing to their ©eosoaic 

eoatact® Kltii the Soviet Bloc for a variety of reasons, but a 
cassation of the success of the soviet aid progress 3Jm 
| the feet that the uaderdevclopefi countries are in capital -starved 
| areas, ffeuy leaders in these couatriee, ia fact, have voiced 

I their suspicions of Soviet iuteatioQfl, but have defended their 

I 

T. 

\«eeegrtews ©f Hoc assistance on the ©round that the gamt aeed 
/for additional capital Justified the risfc. Wo can surely aatici- 
/ pate that the capital represents of the underdeveloped countries 
j Kill beccrae cvws greater in, the future a ad, u n l e ss the Soviet® 

, «BBit serious blunter®, the Hoc will continue to find mammum 

I 

| pstetlal outlets for its sMlstanee offers. 

,j 

®® far, however, the Bloc sa&e some blunders but ha® eoasitted 
relatively few uajor aig t & k a® la its aid program in t h e vsades*'* 

countries. It® pitsgrm, is fact, has been cleverly &m» 

nlsted so a® to have a general appeal to «n 

I 

I oouBt4i.ee. inch offer of assistance mem specifically designed 
te offer a solution to an leiwndiete problem facing the target 

OOUlitiy . 

certain instances lisere the Bloc program differs fsxjs 
t^t of the 0.S., the Bloc progress suffers in caparison. Sever- 
theles®, there axe interesting contrast between the and the 
S*s. assistance programs. 

firet of a U, Bloc economic aid is peddled on at; inte g rated 
»ad a oositianing basis. A Ha© of credit is offered a ii&ilt&neoualy 
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with effters of technical assistance# training# and in fwrtleular, 
increased trade cpiortunities. Sow# if m lEJdeidevaierped country 
is hewing difficulty in wiling Its products at adequate prices 
in the eaport ssar&eb# the Soviet's leug-terjs trade offers have 
particular appeal. Since the else of their program is not subject 
to armml Congressional review,, the Soviets are not inhibited 
from gjfptng temg-tersa agraaamte. In contract, U.8. trade is 
largely outside the scope of the aid program. He would ft ad it 
politically difficult, if sot Impossible, to provide a psaraateed 
mrhet for Sgyptian cotton or Burmese rice, to cite only two 

g r uriimri ll d]t rfhi 

{Secondly, heroes soviet Bloc aid is almost entirely on a 
credit basis, B.S* aid has consisted primarily of grants. 
Increasing enpfrastg on the Bovelopoeat loan Fund, however, will 
probably raise the importance of credits in the U.S. program. 
Qeaesally, Bloc loans entry a two and case -half percent interest 
rate, with repayment in @oods to begin the year after the project, 
§mh as a cement plant# has been brought into production. Farther, 
repayment prices are subject to aarnml oegotiaticus# v&ich gives 
the Soviets an, opportunity to be tough or lenient# d ep e n d in g on 
h&& iMm&t &T0 |piag * 

Amortisation on Bloc loans averages 12 years* While Western 
interest rates are higher, our eraortlsation terms m loan© are 
frequently for 20 to Ml year periods, so that the annual loon 
burden is lower. Moreover, if previous Western aid had tabaa 

• 11 • 
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the fora of credits rather to m the ability of these 

countries to service further 1 mm today maid la raacy eases 
ho dubious . 

©tird, Bloc assistance is largely for industrial develop- 
west end Is intended to appeal to the desire for issedistely 
tangible results in Industrialisation , It is rarely, for 
agricultural caaraoSities auch m under our K, 460 progress, 
vMeh ©eaprlses a s^pfifieant part of total SJ.S. aid. This 
mmm that almost all of Hoe aid resales as a visible 
&mmm& syiabol of assistance . 

Fewto, toe industrial dem&cpraent programs off the Soviets 
are almost aluaye in the public sector of the ecorwry not the 
private sector*, This encourages Socialist thtnlsing m mom sic 
dawslopaeot, as veil as stimulating government omierskip mto®r 
tim eneomsidng free enterprise. 

Finally, . Hoc aid programs are free of a&litasy pasts. 

©sis gives the® a particular esteem in uncommitted oouatxies . 
m Free SorM underdeveloped oomfezy receiving Bloc military or 
eeonoedc aid is a aesber of a Sloe military alliance* In con- 
toast, mmt of our em aid goes to countries with tolcfc the y,g. 
is allied in military agreaasnts* 

Sa aawary, the- C om B unjst aid and trade’ program has tern 
deeigaed and p&clcaged with toe target in mind* It appeals to 
neutralist sentiment; it provides as attractive, supplcjac&t, or 

- 12 - 
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Ik certain case©, m altoamttve to y.S. aid. it Ime m obvious 
•totoge attached to It. 

ifcwever, toe strings. are there. 

the Soviet policy of economic peaetmtiOR fits Mk& & glove 
tote their uorM-ulde campaign, of subversion. Basra are mmr 
6,000 Sloe tesMiaiaos: to the Free Werld, helping to tacain military 
forces and to build various industrial plants, the largest of which 
to the I ndian steal a li i * fiaes© technicians do not ang a j aa to prep- 
or to subversive act±vitto&. together vito toe Coaiauntot 
Iwdlt stoats, these teclioiclacs do serve to establish a peaceful 
tovtot ’’joeesnee"; to toed erode m% to Soviet statements of dls* 
i*sto*vwrfeed help to aebtovtog ©eqnasto perogres®* 

toesa&ito, toe Cossaciist propaganda goes out through the front 
oarfsnimtiooft, directed overtly or covertly from J&sooir, fee of 
these orgsmisfttiens to India is toe todo~Soviet Cultural Society, 
tot ‘a take a look at it* 

(Srtoftog AM k) 

1* fou can see that this lado-Soviat Cultural Society 
virtually btoaleets toe country. 

a* Several of its branches are located to m& fay* Pradesh 
State, toere toe ffu ssl&n -built steel mill to being coaptoted. 

3 * ft— art at propaganda, similar to toe slide I showed 
you earlier, eespertog u S. and uqsb toSastrial gswto, to 
dtotrlbuted such front organisations. 


- 13 - 
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mint you hew mm on this slide l» only one gaaauaist front 
organisation. But tb© Soviet© and their Chinese COTamlst ai2i.ee 
have orguofaed a vent number of fronts, covering; almost every breach 
of basaaa enterprise. They include youth end student gro^s, labor 
and wteraas orgBEdsations, woman. *s groups, sard, of course, the 
VarM Beene Council with its peace societies* In total, 

the elaisasd sasberehip of all fronts runs into several hundred 
aUllon people. 

£q addition to the front organizations, and native Qmmmlst 

1 parties, as devices to spread the argument# for eaaaaEnisn,. mssiw 

a 

; radio program are boasted daily to Africa, Asia and the sa dd l e last* 
These arcs heard in. scores of 2angua<@wu They case £rm clandestine 
transmitters as well, as those which are Openly acknowledged * 

There is m set pattern to those aeesages * Mascow carefully 

\ 

| bailers broadcast® to fit the particular vulnext&lUtloa of each 
tuiget area audien ce. 

1 stress this point because one of the objectives of the Sino- 
soviet Sloe aid pragma Is to place its radio broadcasting equip- 
asut in underdeveloped areas. Complete radio stations are offered 
either at cut prices under wry liberal cred it t mm or sis & gift. 
Bloc technicians are always es^loyod in the survey, installation, 
and initial operating stages of these project®. 

Hbst does the Hoe hope to gain by having its transmitters 
installed, in underdeveloped countries? 
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At the sdnim m, the Soviet® aspect that broadcast facilities 
iftli be used by natio nalist loaders to push anrt&'^lestern. m md aHaatu y 
tiMHIi 

Actually the Servlets isave little trouble is finding wltMa the 
margiog countries cabinet sesabers or other leaders syapaf&e tie to 
Chargee of brutality by Western colonial powers not only 
please Jtascsw but. undoubtedly ore mom persuasive to popu l a ti on s 
ideBi. broadcast tram one of their own countries' than when beaaad free 
Moscow. 

M the aauds&aa, the leaders of the Bios hope that, by installing 
t&&&& stations, they vill receive the ri$bt to bmeftcmt their o m 
aaterial on these stations* For exas$>le, the G Mmm 
have presented Cambodia with a gift of a radio tr ass - 
adtter. letr the Chinese axe trying to get the fi**®^**^ to allocate 
several hours a day ftor rebroadcaste of Peiping m&la ffm &mm * 

1 mold like to show you where the Hoc law built or is offering 
to build broadcasting facilities In the Free World* 

(Briefing Aid 5} 

1* first of all, there a m t he two stations in Bgypt 
with is© mam to case. There are two scheduled for Syria, 
the other m e at or of the UAH. Perhaps this investaaent does 
net look as profitable to Utmoau today as it did a year ago. 

2* However, the USSR is now putting four brans- 
Hitters la Irag, vdaere the Coaaauaiata are a scat powerful 
force, in and out of the ©evoj’aaent.. 

- 15 - 
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3* Moving from the Middle East to Africa, you can see 
the offer of a transmitter to Guinea. Humors suggest- that 
other newly emergent African nations will receive similar 
offer®.. 

%. The Cfeutoodl&n station, supplied by China, I have 
elxv&dy asntionod. 


% will turn sow from the Caasaaalat aid program to- the subject 
of Mac trade with the Free World* 

£a ay opinion, there is a sharp and deer cut difference in 
motivation between Camaaist trade with the industrial West and 
Ccawmist trade- with the ursSerdeveloped countries of the Free World. 

Mast Soviet trade with the Free World is with the industrial 
west, She Russians seen to buy chemical equipment, electronics 
and automation equipment, tire- plants, end are interested in 
purchasing facilities to isprewe their fesTOus metallurgical industry, 
ihis trade is activated priaarOy by Internal «coboes1o coasidei-atione , 
net by its political Impact m the West. Soviet imports of 
jaaeJili'sery from Europe, «&©dyiag advanced technology, .are important 
to the rapid expansion of CdEsauaist industry in certain hey areas. 

IMs mss frankly admitted by IQiraaheijsv when he stated that through 
such imports; and here. 1 quote, 

H 5Bi © Soviet tteieaa could be given the opjorfasiity of quicker n 
falfillareat of Its tos» .... without wasting tame ,* f 


lo - 
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Increased Imports from the Veet mean Increased Soviet exports 
of a lengthening list of raw materials, fuels and semi -manufac t ured 
goods. These are the Soviet goods available for export that Europe 
will buy. Tiiere is no market fox* Soviet aschinery in Genaany, for 
example,- or for Soviet textiles in England. 

From time to tine, Soviet sales of tin and aluminum at low 
prices have brought charges of "dumping 11 from Free World suppliers 
of these materials . However, such charges overheat the fact that 
Soviet sales of industrial raw materials to Europe are designed 
to gain foreign exchange needed to pay for increased imports of 
amchlaery. The Soviet# have always charged as much a# they thought 
the market would bear. When in 195# Western commodity markets 
ware experiencing a recession, Russian prices were low; the recent 
rise in platinum prices, however, was led by Soviet sellers. In my 
opinion, the Soviets have nothing to gain by disorganising markets 
and driving prices down, in this area — or* the contrary, lower prices 
mm that more Soviet materials have to be sent to secure a given 
amount of foreign exchange. 

X stress this because a distortion, of Soviet motives does no 

: i 

one any good in the long run* It just confuses the issue « The j j 
political challenge of International Communism in Western Europe 
has been met and turned back. Stimulated by J&rshsli plan aid, 
Western Europe has undergone .rapid economic growth over the past 
decade j unemployment has largely disappeared, most currencies are 

- XT - 
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strong m ad stable and COBB&aaiet parties have lost strength every- 
where. 

Soviet trade with the w^vS&v&lopQ& nations is a **#y different / j 
setter. It is activated primarily by its political impact ©a the jj 
areas concerned. Its ultimate lastimtion is to export Cosmsuels&u I 
Par aanaagiie, a year ago Khrushchev stated, 

"Another fen of relations is that obtaining between 
Socialist countries and the econoodcally underdeveloped, 
countries. Cue say not of course say that in tide, case 
that our economic relations, are based, on mutual advantage. 

Speaking generally from the ccswercial viewpoint, our economic 
and technical aid to the underdeveloped countries is even 
vaaprofitable for m**' 

Soviet activation. behind such of the recently created trade 
activity between the Cowwaists m& the newly independent countries 
is, ultimately, to bring these countries into shat Moscow calls, 

"the Socialist caaqp." !Ms is net to be done -In one step, of course, 

She initial stage consists of replacing traditional Western trade 
in these area# by Soviet Bloc trade. Ibis has already been d one in a 
limited aasfeer of countries, for ewuspla, Iceland 1 # fish osar goes 
to the Soviet Bloc, net to the Ifoited King d om , Over 60 percent 
of lgypt*s cotton exports are now to the Bide, net to Western 
gurope, Ira^ is currently deriving sore and acre of its imports 
free the Bloc, lees from the West. Soviet oil is now crucial to 
several email countries, oral all nations receiving Soviet plant 
and eqptpmnt oust return to the Sloe tee aaintemsce and spare 
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goee again, the Soviet*® effort is highly selective. About 
80 percent of total Hoc trade in underdeveloped areas is with only 
1 6 countries. Further, the mm patters of omiaentration which I 
•poise of earlier in Hoc . aid is also true of Hoe trade — a concett* 
tzatioa On bey target countries « 

These expanded trade activities are, moreover, based on highly 
complementary economies. Vfcat tbs underdeveloped countries have 
to sell is ovendselmlngiy food, fibers, and industrial raw aaterials, 
products which can easily be absorbed by tbs Hoc. The European 
Satellites as a whole are now a deficit food producing ansa, and 
always were dependent upon imports for raw materials . The present 
low level of per capita consumption In the Soviet Hoc S a p lie s a 
great edacity for absorbing the exports of many casderdevel^ped 
countries * 

It follows logically that wit* the shift in aar&eting patterns, 
the Soviet presence in the underdeveloped areas grows while that 

| of the West diminishes. If Hoc economic blandi s h me nts and the 

' massive use of propaganda do not lead to an i nc rease in the domestic 

1 appeal of Coesasiima over tie®, them is no reason to believe that 

I 

I the Soviets will hesitate to use economic pressure to bring about 

| 

! « state of affairs more to their liking. Once the economic vulnera- 

\ bility has been created, its exploitation along with other Soviet 

I devices, is a matter of timing. 

? 

Tb are are many fresh examples of the use of trade as a weapon 
by the Soviet Ubion. 
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Hithln recent months, the Soviets have threatened to cut off 
trade with Greece if that nation allows HA20 saisslle bases to be 
estasblistod on tor territory* 

Pressure from Moscow for a Soviet -Iranian mm -eggression pact 
ms bashed up this year by the withholding of orders for Iranian 
lead and sine ores, for which the traditional market has toon the 
USSR. 

tost December, the Finnish goverriaeut fell, a victim of 
Finland. ’s vulnerability to Soviet eeowesiic pressure* Altered by 
efforts of the Finnish goverwaeat to move closer to the West, the 
Soviets were <guiek to react. They cut off petroleua replies, 
omcellcd orders for aacufactured {pods and refused to negotiate 
a trade agreement. Soviet economic pressure ms. skillfully 
coordinated with political pressure by the Finnish Cawamiai Party 
and with strong attacks by Soviet prase and radio esc the gownaaent 
of Finland. From the beginning of the Moscow drive to the toppling 
of the Fagertols government took, only two months. 

30 mssBarise this somewhat rambling presentation on the economic 
front, tto following points appear to m most lagoriantt 

1. Tto Soviets, year in sad year out, devote a very 
barge percentage of their economic resources to purposes of 
national policy, most proadaently to defense sad Immtmmt 
in heavy industry. 

2. As a result, they haw achieved a rapid rate of 
economic development which now not only provide© them with 
tto economic suede needed to pr om ote tto external expansion 
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&gmsm l m. f but also serves as a powerful jarapa^anfto 
imarrn la selling mrxim to the peoples of the underdeveloped 

3. The ability to provide anas at cut rote prices and 
demhojsacn' t capital on attractive repayment tawao opens the 
deer to the spread of CosaamlSt economic influence in hey 
underdeveloped countries. In those countries a pressure 
to reorient trade assy fro® the west to the Bloe inevitably 
follows. 

i*. Hoe eccmoeic penetration, to he understood- mist 
be eajsmiced in the llgit of the total Soviet offensive — 
inc lud ing their propaganda, subversion, and political 
peeetmtiesi — in the underdeveloped nations . Trade and aid 
establish the Soviet presence and provide a plausible front 
of disinterested helpfulness. 

5. The Soviet leaders frankly admit that their 
| motivation in economic dealings with the new and. fragile 

| democracies is ultimately to aove these countries beyond 

) 

f oswtraliss into the Coasamist empire. Once a condition of 
\ imlaesability has bean brought about, hietory clearly shows 
] the Kremlin will take advantage of its bargaining position. 
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